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OATH OR AFFIRMATION

I, Stephen Olsson

swedr (or affirm) that, to the best of my knowledge and belief the accompanying financial
. statements and supportmoischedules pertaining to the firm of Advisory Group Equity Services, LTD, as of

December 31, 2006 are true and correct. I further swear (or affirm) that neither the company nor any partner,

proprietor, prmmpal’ofﬁcer or director has any proprietary interest in any %u:count classified solely as that of a_

customer, except as follows:

X

- X \ |
X (c) Statement of Income (Loss)
X

2/17 /07

Signature

" /)

Thé repon’?* contains-(check all pllcaole boxes):
(a) Facing page. .
{b) Statement of Financial Condition.

{d} Slatement of Changes in Financial Condition.

(e) Statement of Changes miStockholders Equity, or Partners' or Sole Proprietor's Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims, of Creditors.
(3] Corlnputatmn of II\Iet Cdpnal
(h) Computation for Determmanon of Reserve Requiremems Pursuant to Rule 15¢3-3.

>

X (1) Information Relating to the Possession or control Requirements under Rule 15¢3-3.

Tlllo

() A Reconc:hanon mcludmg appropriate explanation of the Computation of Net Capn.al Under Rule 15¢3-1 and the Computanon for

Determmatlon of the RCSEIEVC Requirements Under Exhibit A of Rule 15¢3-3.

X (Kya Reconmhatlon between the audited and unaudited Statements of Financial Condition with respect to methods of consolidation

X (HAn Qath or Afﬁnnanon i
(M)A copy of the SIPC Supplememal Report,

b

3

+

{(n) A report descnbmg any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For con:di:ions of corliﬁdemial treatment of ceriain portions, of this filing, see section|240.17d-5 (e)(3).

|
L
i
|
\

Susan M. LeMoine
] NOTARY PUBLIC
COMMONWEAL TH of MASSACHUSETTS

x . . MY COMMISSION EXPIRES
o '/ : March 22, 2013
T s e




~Harvey E. Karll CPA, PC.

41 Middle Street
Newburyport, Massachusetts 01950

(9?8)465 -0512 Fax(978)462 9?43

Report on Internal Control Required By SEC Rule 17a—5 for a Brokeerealer
- : ' claiming an exemption From SEC Rule 15¢3-3

' |
Board of Dlrectoxs

Advisory Group Equity Services, Ltd
Natlck MA 01760-1122

In planning and performlng my audit of the flnanc1al statements of Advisory
Group Equlty Serv1ces, Ltd for the year ended December 31, 2006, I
considered lLS internal control, including control activities for
safeguardlng securltles, in order to determine myiaudlting procedures for
the purpose of expressing my opinion on the flnanc1al statements and not to
provide assurance on the -internal control.

{ o o
Also, as requlred by Rule 17a-5(g) (1) of the Securities and Exchange
Commis'sicn (WSEC"), I have made a study of the practices and procedures
followed by the Company including tests of such practices and procedures
that I con51dered relevant to the objectives stated in Rule 17a-5(g) 1in
making the perlodlc computations of aggregate 1ndebtedness (or aggregate

debtsh and mnet ' capital under Rule 17a- 3(a)( 1) and for determining.

compllance ,w1th the exemptive provisions of Rule 15c3-3. Because the

Company does not carry securities accounts for customers or perform

custodial functions relating to customer securities, I did not review the

practlces and procedures followed by the Company|in any of the following:

1. Maklng ouarterly securities examinations, couhts, verifications, and
comoarﬂso?s and recordation of dlfferences reguired by Rule 17a-13

2. Complylng with the requirements for prompt payment for securities under
Section 8 |of Federal Reserve Regulatlon T of the Board of Governors of
the Pederal Reserve System.

The management ‘of the Company is responsible for establishing and
malntalnlng 1nternal control and the practices End ‘procedures referred to

in the precedlng paragraph. In fulfilling thlS respoensibility, estimates

" and judgmente by management are required to assess the . expected benefits

and related costs of contrels and of the practlces and procedures referred

‘to 1n the precedlng paragraph and to assess whether those practices and
procedures can be expected to achieve the SEC's above -mentioned objectives.

Two of the objectlves of internal control and the practices and procedures
are to prov1de management with reasonable, but mot absolute assurance that




b

assets for whlch the Company has responsibility’ are safeguarded against
loss from unauthorized use or disposition and that transactions are
executed in laccordance with management’'s authorlzatlon and recorded
properly to perm1t preparation of financial statements in conformity with
generally accepted accounting principles. Rule Q?a 5(g) lists additiocnal
: objectlves of the practices and procedures listed in the preceding
paragraph w -
. ' "

Because of 1npertnt limitations in any internal control or the practlces
and procedures referred to above, errors or fraud may occur and not be
detected Also, projection of any evaluation of {them to future periods is
subject to the risk that they may become 1nadequate because of changes in
~conditions or}that the effectlveness of their de51gn and operation may
deterlorate . '
My con51deratlon of internal control would not |necessarily ‘disclose all
matters in the internal control .that might be nmterlal weaknesses under
standards establlshed by the American Instltute of Certified Public
Accountants. i A materlal weakness 1is a condltlon in which the design or
operatlon of one or more of the internal control components does not reduce
to a relatlvely low level the risk that mlsstatements caused by error or
fraud 'in amounts that would be material’ .in relation to the . financial
-statements belng audited may occur and not be-|detected within a timely
perlod' by employees in the normal course of performing their assigned
_ functlons ‘However, I noted no matters involving internal controel,
1nclud1ng control activities for safeguarding securities, that I consider
to be materlal weaknesses as defined above.

I understand|that practices and procedures that laccomplish the objectives
referred to in the second paragraph of this report are considered by the
_SEC to be adequate for its purposes in accordance with the Securities-
"Exchange Act! of 1934 and related regulations, and that practices ‘and:
procedures that de not accomplish such ob]ectlves in all material respects
.1nd1cate a materlal inadequacy for such purposes Based on . this
‘understandlng and on my study, I believe that the Company's practices and
procedures were adequate at December 31, 2006 to meet the SEC's cbjectives.
In addition, ithe Company was in compliance with the exemptive provisions of
Rule 15c3-3 at Delcember 31, 2006 and further, no {facts came to my attention
1nd1cat1ng that the Company was not in compllance with such conditions
' durlng the year ended December 31, 2006.
This report is intended solely for the information and use of the Board of
Directors, Management the SEC, (Designated self- regulatory organization),
and other regulatory agencies that rely on |Rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulatlon of registered brokers
and dealers,land is not intended to be and should not be used by anyone
other .than these specified partles

E;/;A§,§:75;o&? Cqéa‘/fﬂ(\‘
Harvey E-Karll CPA, P.C.
Newburyport, {MA

February 13, 12007
z ‘
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Advisory Group Equity Services, Ltd
Audited Financial Statements

For The Year Ended December 31, 2006
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Harvey E. Karll CPA, PC.

41 Middle Street
Newburyport, Massachusetts 01950
(978) 465-9512 Fax(978) 462- 9?43

|

f

! INDEPENDENT AUDITORS REPORT

Adv1sory Group Equity Services, Ltd.
264 North Main Street
Natick, MA 01?60 -1122

|

I have audlted the accompanying statement of financial c¢ondition of
Adv1sory Group Equity Services, Litd as of December 31, 2006, and the
related statements of income, Retained Earnlngﬁ, and cash flows for the
year then ended that you are filing pursuant |to rule 17a-5 under the
‘Securities Exchcnge Act of 1934, These financial statements are the
responsrblllty cf the Company's management. LMy responsibility 1is to’
express an opinicn on these financial statements based on my audit.
|

I conducted my audit in accordance Wwith audltlng standards, generally

accepted in the United States of America. Those standards reguire that I
plany and perform the audit to obtain reascnable assurance about whether the
flnanc1al statements are free of material mlsstatement An agudit includes
examining, on'a test basis, evidence supporting the amounts and disclosures
in the flnanCLal statements. An audit also includes assessing the
accounting pr1nc1ples used and 51gn1f1cant estlmates made by management, as
well as evaluating the overall financial statement presentation. I believe
that my aud1t|prov1des a reasonable basis for my |opinion. '

In my\opinion, the financial statements referred|to above present fairly,
in all materﬁal respects, the financial position [¢f Advisory Group Eguity
Serv1ces, Ltd as of December 31, 2006 and the results of its operations
and cash flows for the years then ended, in conformlty with accounting
principles generally accepted in the United States of America.

My audlt was | conducted for the purpose of forming an opinion on the basic
flnan01al statements taken as a whole. The | information contained in
Schedules I and II is presented for purposes of |additional analysis and is
not a requ1red part of the basic financial statements, but is supplementary
1nformat10n requlred by Rule 17a-5 under the Securltles Exchange Act of
1934, Such‘ information has been subjected to the audltlng procedures
applled in the zudit of the basic financial stat'ements and, in my opinion,
is fairly stated in all material respects. ﬂn relation to the basic
fln c1a1 stat ments taken as a whole. '
Harvey E. Karll CPA P.C.

February 13, \2007




! Advisory Group Equlty‘Serv1ces, Inc.
o Statement. of Financial Condltlon
' December 31, 2000

| Assets
Cash | | o $ 66,587
Money Market Clearlng Act ' o ; 91,310
Comm1331ons Recelvable ' : 106,585
. L/R- Trust Adv1sory ‘ R 6,795
.Prepaid NASD Fees! o IR 12,365
. - Prepaid Web- CRD | _ ' : . 815
‘“Prepalq InsuranceJ ‘ . ; 11,248

_'Furnltgre, eqqlpment and leasehold'improvements,*at cost,
- less accumulatecjdeprec1atlon and .amortization of

. $157,819. . | 17,343
"Securlty Deposit-NPS LLC ‘ 15,000
' - $332,058

, Liabilities and Stockholders’ hquity

Llabllltles , ' ' . ; . :

Comm1551ons Payable ' b $ 88,073 .
'Clearlng Agreement - ' ' o 50,000
" Accounts Payable.f- : 2,539
Prepald Rep Fees . , 30,017
State Income Tax Payable ' .. 456
1 . : . $171,085

Stockhleers Equ ty

' Common stock, | no par, authorlzed 15,000 shares, : ‘ .

1ssued & outstandlng 100 shares _ T : 6,500

Retalned earnings’ . 5 154,473

Total stockholders’ equlty f ' 160,273

; : ‘ $332,058

: L
See Accountant’s Report & Accompanying Notes
-2 ' ,




Advisory Group Equity Services, LTD
: Statement of Income [

Incomer :
Commissions) Income
Fee Income

.Total Income

General & Administrative EXp.
( See Scredule A )

Net- Idcome/(Loss)

From Operatlons

Other|Income .
Interest Income
Fee Income-Confer/Market

Total Other Income

Net Income/ Lossf
_Before Taxeg |

i

i
Provision for
Incomq Taxes
Proyision for SIT
| |
Total Prov151on for
Income Taxes -

Net Income/ (Loss)

-2~

Twelve Months Ended December 31, 2006

Year To Date

§ 1,749,534
19,890

1,769,424
1,684,944
84,480

2,369
2,700

5,069

89,549

456

456

$ 89,093

l See Accountant's Report and Accompanylng Notes
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: Advisory Group Equity Services,
. Statement of Income ' |

I Twelve Months Ended December 31,

!

General & Admlnlstratlve Exp.
{ Schedule A
{

‘ Saleries - Office
Admlnlstratlon Fees

Leased Auto|
Contrlbutlons
Deprec1atlon
Dues & Subscrlptlons
jEducatlon & Tralnlng
Insurance ‘
Insurance— E & O
Insurance- Dlsablllty
“.Insurance- Health
Fldellty Bond
'Meetlngs
Marketing
Offlce Expenses
Postage & Delivery
Prlntlng & |Reproduction
Regulatory Fee
Profess1onal Fees
Taxes Payroll
Telephone '
Travel
Commissions

Total G % A Expense

1 1 i [

LTD
2006

Year To Date

$ 65,798
234,000
6,448 -
450
6,349
3,000
943
1,029
13,001
8,700 .
28,619
1,851
2,485
2,988
23,717
4,567
14,078
13, 444
23,357
8,550
16,316
11,278
1,193,976

$ 1,684,944

See Accountant's Report and Accompenying Notes

— -




Retained Earn¢ngsj beginnihg of year

- Net. Income {Léss)

Balance at end of year

r

\:  Distri?utions to Shareholders

Adviscory Group Equity,Serviées, Ltd
Statement of Changes in Retained}Earnings

For The .Year Ended December 31, 2006

I

See Accountaﬁt's Report and Accompénying Notes
_5_

$133,753

89,093
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. Advisory Group Equity Services, LTD
i Statement of Cash Flows]
Twelve Months Ended December 31, 2006

Year To Date

Cash Provided' from Operations

Net Income-|( Loss ) . 8 89,095
Adjustments | .
Add :
DepreC1atlon ! . 6,348
Pr P4 Web CRD. | ' 595
Accounts Payable 1,500
Commlssons'Payable 58,761
Clearing Agreement : . . 50,000
Prepaid’ Rep Fees o ' 30,017
Less '
Comm1581ons Receivable { €2,577)
Prepaid NASD Fees ( |2,270)
Prepald Insurance ( 11,248)
Accrued Expenses ( |7;043)
Cesh from Operations ' ' 153,178 .
N . ' ’ : ’
Cash Flows - |Invested
Art{Works ‘ ( ~|2,768)
Investlng Cash Flows ‘ ( 2,768)
Cash Flows - |Financing '
Distributions : ( ?8,373)
Financing Cash Flows : ( 68,373)
t ! ' I ! .
Cash Increase (Decrease) . 82,037 -
Cashji - Beginniné of Year -
Cash Checklng ' 36,919
Money Market -Clearing Ac . ?8,941
!
Total Beginning of Year . 75,860
Cash on Statement Date - $ 157,897

o

See Accountant's Report and Accompanying Notes

S ot
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i
Advisory Group Equity Serv1ces, Ltd

Notes to Financial Statements
For the Year Ended December 31il, 2006,

SU%MARY OF, SIGNIFICANT ACCOUNTING POLICIES

1 - .
Nature of Business

" Income Taxes

d
i

: Asv1sory Group Equity Services, Ltd., {the company)was‘incorporated on

June 25, 1?94 under the laws of the Commonwealth cf Massachusetts to
engage to engage in a line of business as a securltles broker and
dealer The Company clears its customer accounts on an 1ntroduc1ng,
ba51s through Raymond James Associates, Inc. The Company ia a closely
held corporatnon :

!

. -Depreciation

|
i 1

Property and equipment are stated at cost. Depreciation is recorded on
the stralght line basis over the estimated useful ‘life of the related
assets Routlne repairs and maintenance are expensed as incurred. The
estlmated useful lives o0f the Company s assetsjaer as follows:

3

i
+

Furniture "~ 5 and 7 years
Offlce Equlpment 5 years
Leasehold Improvements 39 years

!
TheiCompany elected under the provisions of the Internal Revenue Code
to be treated as an ""S" Corpeoraticn. As a result income and losses of
the.Company aze passed through to it's shareholder for federal income
tax|purposes -Accordingly, no provision has been made for federal

- income taxes. Certain states in which the Company operates impose an

lncome tax\on S- Corporations. - Accordingly, a prov151on for state income
taxes is reflected in the- financial statements

i
Use of Esttmates

The’preparatlon of financial statements in conformity with generally
accepted accounting principles requires management to make estimates
and' assumptions that affect the reported amounF of assets and
llabllltles as of the date of the financial statements and the reported
amounts oflrevenue and expenses, during the repbrtlng period. Actual
results could differ from thdse estimates.

See Accountant's Report and Accompanying Notes
-7 -




| |
| | ‘

; | _ Advisory Group Egquity Servicesf Ltd.
- Notes to Financial Statements cont’'d
' ‘ For the Year Ended December 31} 2006

.Basis of Accounting

Tne Company uses the accrual method of accountlng for flnanC1al and
tax accounting purposes.

Concentration of Credit Risk
The Company malntalnes its cash in bank deposit accounts which, at
tlmes, may exceed federally insured limits. Accounts are guaranteed by
the Federal Deposit Insurance Corporation (FDIC) up to $100,000.
‘December‘31 2006 the company had nothing in|excess of FDIC insured
limits. The company has not experienced any losses in such accounts.

Cash and Cash Equivalents

; |
For the éurposes of reporting cash flows, the Company considers all
hlghly llqund debt instruments purchased Wlth an original maturity of
three months or less to be cash equivalents.| The Company places its.
temporary cash investments with high credit quallty financial
lnstltutlons. At times such investments may|be in excess of the

Federal Tnsurance Deposit Corporation (FDIC)|insurance limit.

Revenue and Cost Recognition

! ‘ .
The Comany recognizes commission income and ‘related expenses ©On a
settlement cdate basis, the industry standard Generally accepted
accountlng principles reguire trade date presentatlon Income and
related expenses as a result of a settlement|date to trade date
conver51on are immaterial to the flnanCLal statement

Uncbllectable Commissions Receivable

Commrssrons receivable has been adjusted forrall known uncollectible
amounts. ‘ No allowance for uncollectable commissions receivable is
considered necessary at December 31, 2006.
Fair ValueL of. Financial Instruments
| .
'Flnanc1a£ Accounting Standards Board Statement Neo. 107 (SFAS No. 107),
requ1resl dLsclosure of the fair values of most on- and off-balance
sheet flnanc1al instruments for whlch it is practlcable to estimate -
that value. ! The scope of SFAS No. 107 excludes certain financial
I .
1nstruments, such as trade receivables and payables when the carrying
value approximates the fair value, employee benefit obligations and
'all non- flnanc1al instruments, such as flxedLassets The fair value
of the Cpmpany s assets and liabilities which Gualify as financial
1nstruments under SFAS No., 107 approximate the carrying amounts -
presented in' the Statement of Financial Conditlon
| See Accountant's Report and Accompanylng Notes
~8- .
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\ Advisory Group Equity Services, Ltd.
‘ Notes to Financial Statements |cont'd
¢ Year Ended December 31, 2006

I
NetiCapital

.  Cash Flows|

I | !

As a broker/dealer, the company is subject to the Securltles and
Exchange Commission's Uniform Net Capital Rule (Rule 15¢3- 1),_wh1ch
requlres the Company to maintain a specified| amount of net capital,
_as deflned and a ratio. of aggregate lndebtedness to net capital,

as derived, not exceeding 15 to 1. The Company s net capital
computed under 15¢c3-1 was $60,028 at December 31, 2006, which exceed
requlred net:capital of $50,000 by $10, 028. The ratio of aggregate
1ndebtedness to net capital at December 31, 2006 was 2.85 to 1.0.

i
|
| |

t .
Related Party Transactions

- The company pays administration fees to a bu51ness owned by the sole
stockholder The amount paid in 2006 was $234 000.

| .
t I
'

| | ' | :
Cash paid| for' interest and income taxes is as| follows: :
[ ' ‘

Interest $ 0

Taxes $ 456

Common Stock

Common Stock' at December 31, 2006:

Common Stockl, no par value
15000 Sheresiauthorized )
100 shares issued and outstanding . | . 1 $6500

Seé Accountant’'s Report and Accompanying Notes
-9 ' ,




~ Advisory Group Equity Services|, Ltd.
' Notes to Financial Statements
' : . Year Ended December 31, 2006 cont'd

%
L
8. Deposits

. t
The company has dep031ts of $91,310 w1th two|clearing brokers to be
used as a reserve requirement. The dep051ts.are held in a money’
market adcount. Investment income is reported in the statement of
income. : -

i‘ .

9. Compensated Absences

: ; { k

: EmployeeL of the Company are entitled to pald vacation and paid sick
days dependlng on length of service. 1t is not practicable for.the

1

Company to estimate the amount of compensatlon for future absences;
accordlngly,ino ‘liability for compensated absences has been recorded
1n the aFcompanylng financial statements. The Company policy is to
recognlze the costs of compensated absences when actually paid to

i employees

See Accountant's Report- and Accompanying Notes
'flo_
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!
| |

N
t
|
|

Total éhareholder's Equity

Less} Non Alléwable Assets $96, 945
Excess Fidelity Bond 4,000

S
“‘Net Capital

Less: Capital Requirement ;

- Excess|Capital

) Aggregéte Indebtedness

Ratio of Aggregate Indebtedness

To Net|Capital

Advisory Group Equity Service
Computation of Net Capital Pursuant to SEC Rule 15c3-1

December 31, 2006

See Accountant's Report and Accompanying Notes

-11-
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S,

Ltd.

$160,973

100,945
60,028

50, 000

2.85 to 1.0
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Unaudited Net

Advisory Group Equity Services, . Ltd.

. Net ARudit Adjustments

. N l§ . -
Audited Net Capital.

See Accountant's Report and Accomp

+

. =12~

Reconciliation of Audited vs Unaudited Net Capital
As of December 31, 2006 h

Capital - As reported in Part IIA Focus

anying Notes

$91,576

(31,548)

$60,028




If an- exemptlon from Rule 15¢c3-3 is clalmed

\ . '
FINANCIAL AND OPERATIONAL COMBINED UNIFO

PART IIA

RM SINGLE REPORT

BROKER OR DEALER Advisory Group Equity Services, Ltd. as of 12/31/06

L : EXEMPTIVE PROVISION UNDER RULE 15c¢3-3

upon whlch such exemption is based:

D.

{k)i{l) business {mutual funds and/or variable

| ‘ \
! 1

identify below;. the section

annuities only) - . 4550

(kf(2)(A)"Special-ACcount for the exclusive behefit of ;ustomers"

maintained

i

Clearlng Flrm SEC#s

8- 10999
|_ [4335A]
8- 45123
} . [4335C]
8= | :
- [14335E]
8- |
; [4335G]
8- \

[43351)

|
|

4560

‘(2)(il)All customer transactions cleared through another
. broker -dealer on a fully disclosed basis
Name of cleazlng firms

x 4570

4

Name Product Code
Raymond James & Associates, Inc. A11{4335B]
, i [4335Aa2] o
Southwest Securities,| Inc. A11[4335D)
' [4335C2] :
‘ [4335F]
| [4335E2]
' {4335H]
[4335G2]
: '[43351]
[433512] '

(k}(3)Exempted by order of the Commission

-13-

4580

See Accountant’s Report and Accompanying Notes




